MINUTES
OF
WFP SHIPPING SERVICE
EXECUTIVE BOARD MEETING
HELD AT UNORC No.1
On 28" September 2006

Present: Pak Eddy Purwanto - COO BRR
Eric Morris - UN Recovery Coordinator for NAD—
Nias
Jens Baekholm - Head of WFP Shipping Service
NAD-Nias
Alan Johnson - Logistics Coordinator WFP Shipping
Service
Michael Whiting - WFP Shipping Service
Absent: John Brady - Senior Logistics Advisor BRR

The meeting was opened by Eric Morris. Eric Mowedcomed the attendees, the
minutes of the meeting held on 02 Sept 06 were tedogs read, and asked Jens
Baekholm to go through the agenda items.

ITEM 1: WEP SHIPPING SERVICE CORE MANDATE. Jens Baekholm
reminded the meeting that the core mandate of tR Bhipping Service (the Service),
as indicated in the current Special Operation S@Y&M, reflected the role of the Service
as a humanitarian organization rather than a dpwetot organization. It was noted that
there was growing pressure from the Multi-Donor d&for Aceh and Nias (MDF)
Secretariat for the Service to take on more ancerderelopment — orientated roles.

The Service currently had neither the mandatemocapability to develop commercial
shipping or to develop a sustainable exit strateged upon a transport economy study
of the role of the Service.

A discussion ensued during which it was decided thathese minutes, BRR (endorsed
by UNORC) would identify, select and employ a tg@ors economist on a consultancy
contract to conduct an in-depth study of the serpiovided, evaluate the financial
sustainability of a commercial operation to provéimilarly complete services, and
formulate a clear strategy for the transition & 8ervice.

Decision. It was decided that BRR would write to the Sezvicaking a formal
request along these lines and further asking teafull cost of employing such a
consultant was borne by the Service.



ITEM 2: ANTICIPATED USE OF SERVICE BY BRR. Jens Baekholm
explained that a large proportion of the projedtatfic for the Service up to 30 June 06
was attributed to BRR construction. Pak Eddy exgdithat the majority of this freight
reflected the needs of the Housing & Settlementssidin of BRR. The needs of the
Housing & Settlements Division hinged on the essaiohent of 5 depots which had been
planned since Apr 06. The best estimates werdright for the construction of these
depots and their stocking should become more r@fimé& to 8 weeks time.

Nias was a separate consideration which BRR an8¢ina@ce were currently working
closely on. Stocking of depots on Nias and t Maayawould probably be completed
more quickly. Alan Johnson stated that he had tgceampleted a visit to Nias during
which he met with the local BRR management andf4Beocontractors and suppliers
that would be working with BRR to complete the domstion on the island. Subsequent
to that visit a meeting had been held in Banda Amsdtwveen the Service and 3 BRR staff
(George Kuru, Terry Burns and Pak Edan) who hadmetd from Nias where they had
conducted a logistics capacity assessment focusdteaneeds of BRR construction.
This meeting had been very positive and would Hlevi@d up during the week
commencing 02 Oct 06 when a list of approved BRjppBers, with whom the Service
could deal directly, would be provided.

The meeting was joined by Pak Joesoef Hakim aralleague from BRR Housing &
Settlements. In consultation with these gentlerRark, Eddy was able to provide more
detail of BRR’s likely freight requirements:

a) The construction of 10,000 houses had already beetmacted through small,
local construction companies who would predominangle local suppliers of
building materials. The involvement of the Seniicehis activity would be
minimal.

b) A further 10,000 houses were to be built by medand large contractors who
would rely on the depot concept for their materi@lsis activity was at the ‘short
list’ stage and it would be between 6 and 8 wedafere any formal needs would
be established. It was envisaged that the mateviasd be obtained from:
cement — Malaysia and Padang; rebar — Surabayemger — Padang, China,
Malaysia and Surabaya; roofing material — Medaseldtames — Jakarta and
Thailand. The split would work out roughly to 30940mported, 60-70%
Indonesia.

Decision. It was decided that more precise time-lines arahtjties would be
provided by BRR after a meeting planned betweenBuly, Housing & Settlements and
the other divisions involved in the constructioogmamme.

ITEM 3: CARGO BOOKED FOR THE SIBOLGA — NIAS ROUTE. Since
the Service had been asked by BRR to re-instateetheservice between Sibolga and
Nias only 8 trucks had been arranged. In the eesktl® trucks did not materialize either.
Alan Johnson stated that it appeared to be negefssahe Service to ‘educate’ the




prospective users of the ferry to ‘book’ spacetmnferry; this can be done by hard copy
and is not necessarily done on the internet. Achajlenge was the fact that the Service
could not handle cash payments for the passadgeediefry.

Further efforts were also required to encourageifieeof sea as a mode of transport from
Belawan to Nias rather than the road-ferry routdliation of the comparative costing
of road transport over sea transport should beatepe

A ‘Needs Assessment’ Team was in Nias and Sibagketermine the current use of the
public ferry service between Sibolga and Nias atdrn. The Medan / Belawan
personnel from the Service were undertaking visitsuilding material suppliers in
Medan to market the advantages of using the sd¢a omer the land-sea altnernative.

Pak Eddy suggested that the Service position a&lvesSibolga-Nias, rice was suggested
as a base-load and BRR would provide a list of keigpand contractors (including rice
suppliers) with whom the Service could do businBs& Eddy suggested that since the
users would almost certainly be owners/driverdefttucks, they were unsophisticated
and in the circumstances the Service should attémiptd a solution to the problem of
handling cash payments on this route.

Decision. It was decided that:

a) The Service would provide an LCT for use on theyfeoute between
Sibolga and Nias during the week commencing 04-0906; find a
solution to the problem of handling cash for the akthe ferry;

b) BRR would: promote the use of the sea route frondde Belawan;
notify BRR on Nias of the service and indicate tladlire to utilize it
would signify that the protests of the contractstgpliers and others on
Nias were not serious.

ITEM 4: THE ROLE OF MATMACO. Jens Baekholm stated that over the
last few weeks the considerable amount of corredgoce had been generated by
MATMARCO concerning logistics in Nias and Aceh. Sesked for clarification of the
role of this organization.

Pak Eddy stated that MATMARCO had been contracsddgistics consultants to BRR
by the Housing & Settlements Division. There hadrb&alk of MATMARCO also being
contracted as the operators of the depots, bubtbaght with it issues of conflict of
interest which had not yet been resolved.

ITEM 5: HANDOVER OF EQUIPMENT. Jens Baekholm advised that meeting
that 2 Kalmar ‘Reach stackers’ (container handéggipment), had been purchased at
the start of the project to provide necessary hagaiquipment in Sabang. The
development of Sabang had not transpired. The mptiere that the equipment, which




represented a considerable investment, could bdcdaover to BRR, or rented out to the
Belawan Port Authority and shipping agents at te. p

Decision. It was decided the Service should formally réetequipment out to users
at the port of Belawan for the time being, as BRI ho capacity to handle such
equipment. Subsequently, when the port developpraggramme for NAD-Nias was
complete BRR would take the equipment over.

ITEM 6: HANDOVER OF THE SERVICE TO INDONESIAN INTER _ESTS. Jens
Baekholm explained the situation that existed. Cenumal interest was focused on
servicing lucrative shipping routes only. The oaeching services provided by the
Service were not commercially viable and, if coesal necessary, would have to be
subsidized by as much as 50% to cover the cosiredatidation, logistics coordination,
provision of fork-lift trucks for loading and ofttading and the supervision of port
operations by a Port Captain. One commercial opehats assessed the Sibolga-Nias
route and stated that he has no commercial interestiting up any routes in and around
Nias because there is no clear commitment of cakgother commercial operator has
started to refer prospective customers to the Setwvecause they can not compete with
the rates and the logistic support services cugreapplied.

Jens Baekholm suggested that, concurrently wittyicay out a study by an independent
transport economist, consideration should be gigghe Service training Indonesian
personnel to assume the various management fusatidhe Service. A training
programme such as this was successfully carriedyMWFP during the last Iraq
emergency when 1.7 million tones of food was imgainhto Iraq over a period of 6
months.

Decision. It was decided that:

a) The Service would provide Terms of Reference (T@m)
minimum qualifications for personnel in key managetposts,
and take immediate action to select an indepertdamsport
economist to conduct a study of the market and alaansition to
an Indonesian operation.

b) BRR would work with the Service to select suitatdadidates for
training by the Service as managers.

ITEM 7: TORs FOR THE SHIPPING SERVICE BOARD OF DIRE CTORS. Jens
Baekholm requested the meeting to consider theruméationed TORs for the Board
which are designed to provide strategic oversigltgovernance of the Service. It is
suggested that the Board will:

a) Meet at least once per month. Extra-ordinary mgstoan be convened at the
request of the Head of the Service or any Board lpeem



b) Provide strategic oversight of the Service;

c) Ensure that the logistics support and sea transgeds in support of
reconstruction and development of NAD-Nias areeesd quarterly to ensure
expectations are achieved;

d) Monitor the quarterly performance of the Servicd aglp resolve bottlenecks
and other challenges;

e) Concur with any recommended changes to the corelataf the Service
f) Concur with any financial expenditure over US$100,0

g) Concur with any staff changes involving internasibnational staff of P4 level or
above;

h) Concur the international/national staff transitpan.

ITEM 8: BRIEFING ON UNHCR PAYMENTS. Jens Baekholm advised the
meeting that agreement on the modalities of paymedémurrage and detention charges
by UNHCR for vessels provided by the Service fa ¢arriage of Indonesian timber had
been reached, in principle, by WFP Rome and UNHE@Re3a.

ITEM 9: USER GROUP MEETINGS. Jens Baekholm advised the meeting
that User Group Meeting attendance in Banda Acehvdedan had dwindled. Eric
Morris suggested that this was probably due tdabethat there were many means of
promulgating information: website, weekly bulletiesc. Furthermore, managers were
under pressure with the number of meetings they wrpected to attend, and bilateral
contract with the Service was frequent for those wbked, or were planning to use, the
service.

Decision. It was decided that User Group Meetings would bexzad hoc meetings
held monthly, as required.

ITEM 10: DEBT COLLECTION. Jens Baekholm reminded the meeting that
the subject of Debt Collection was featured inN2F Secretariat’'s queries about the
Project Assessment Document. The matter was disdugHy.

Decision. It was decided that the Service would write to Bdlly detailing a
process, and requesting BRR to appoint an indivichzanager within a specified unit
who would be responsible for the handling of Debli€tion.

ITEM 11: RETURN TO SERVICE OF THE ADINDA. Jens Baekholm

advised the meeting that the Adinda, the fourth LGS returned to service after under
going extensive repairs in dry-dock on Sabang.vidssel had sustained serious damage
in Calang in the prevailing bad weather.




ITEM 12: MARKETING OF THE SHIPPING SERVICE TO BRR D EPUTIES.
Alan Johnson advised the meeting that it had bednaneasingly obvious over recent
weeks that many managers and decision makers ind&RRot understand the
relationship between BRR and the Service, and éantiore many had no idea of the
extend of the services that could be provided. Ry was requested to facilitate a
meeting of the appropriate personnel in BRR whizhid be briefed by Alan Johnson
and Mike Whiting on the Service.

Decision: It was decided that Pak Eddy would advise the mgetf Deputies and
managers scheduled for Friday, 29 Sept 06 on thiecuof logistics of the need for the
briefing.

ITEM 13: ANY OTHER BUSINESS. Pak Eddy briefed the meeting on a
conversation that he had with the MDF Secretaadter in the day. The points
discussed in relation to the Service were:

a) The need for better communication between the MB&r&ariat and the Service;

b) Concern on the part of the MDF Secretariat regarttie full revision of the PAD
Il document

c) The need to formalize routine reporting

Decision. It was decided that the Service would contactMibd- Secretariat to
regularize these matters.

ITEM 14: NEXT MEETING. It was agreed that the date, time and venue of the
next meeting would be agreed and advised to diigzants in due course.




